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U.S. Balance of Payments Policy 


On February 6, President Kennedy sent to the 
Congress a “Message on Balance of Payments and 
Gold.” The message reviews payments developments in 
the past decade, with particular emphasis upon the 
worsening of the U.S. deficit and the outflow of gold in 
the years 1958-60. It cites the basic strength of the U.S. 
international monetary and financial position, including 
its large gold reserve, access to drawing rights on the 
International Monetary Fund, and assets held abroad by 
the U.S. Government and its citizens. In these circum- 
stances, the message declares, the official price of gold 
can and will be maintained at $35 an ounce, exchange 
controls over trade and investment will not be invoked, 
and national security and economic assistance programs 
will be carried forward. Stress is laid upon the achieve- 
ment of over-all equilibrium in U.S. international pay- 
ments through expanding exports, without a return to 
protectionism. The flow of resources from the indus- 
trialized countries to the developing countries must be 
increased. In addition, the United States must take the 
lead in harmonizing the financial and economic policies 
for growth and stability of those industrialized countries 
whose economic behavior significantly influences the 
course of the world economy and the trend of inter- 
national payments. 

To carry forward these policies, two groups of meas- 
ures are proposed. The first group, designed to ease the 
short-term demand problem, consists of the following: 
(1) The Secretary of the Treasury is directed to con- 
sider ways in which international monetary institutions 
—especially the International Monetary Fund—can be 
strengthened and more effectively utilized. (2) If and 
when appropriate, drawing rights on the Fund “should 
and will be exercised within the framework of Fund 
policies.” The United States will also support continued 
efforts in the Fund to facilitate drawings by other Fund 
members in the currencies of other strong industrialized 
countries. (3) Separate maximum rates of interest 
should be established for time and savings deposits held 
in the United States by foreign governments or monetary 
authorities, and securities should be issued to them, 
whenever desirable, at special rates of interest, in order 
to encourage the holding of foreign official balances in 
dollars. Legislation should be enacted to unify the tax 
treatment accorded the earning assets of foreign central 
banks. (4) The recent Executive Order forbidding the 
holding of gold abroad by Americans will be maintained. 


Suggested measures to correct the basic payments 
deficit and achieve longer-term equilibrium include the 
following: Approval of U.S. membership in the Organi- 
zation for Economic Cooperation and Development is 
requested, in order to provide a framework within 
which consultations can be pursued “in order to achieve 
and maintain better balance in the international pay- 
ments position.” A program is outlined to encourage 
U.S. firms and industries to increase exports and to 
assist them in doing so. Stress is placed upon the impor- 
tance of government, business, and labor policies 
“directed to maintaining competitive costs, improving 
productivity, and stabilizing or where possible lowering 
prices”; an Advisory Committee on Labor and Manage- 
ment Policy will be created to further such goals. 
Facilities for financing and guarantees to U.S. exporters 
are to be expanded. A major new program to encourage 
foreign travel in the United States will be forthcoming. 
“Feasible” and “desirable” means of expanding U.S. 
exports of farm products are to be explored. The policy 
is reaffirmed of emphasizing procurement of U.S. goods 
under economic assistance programs, until reasonable 
equilibrium in U.S. international payments has been 
achieved. Further efforts are to be made toward the 
reduction or elimination of discrimination, restrictions, 
and tariffs against U.S. exports. Western European coun- 
tries with strong reserve positions are called upon to 
eliminate restrictions which limit the opportunities for 
their citizens to invest in the United States and other 
foreign countries. Legislation preventing the abuse of 
foreign “tax havens” by U.S. capital abroad is to be 
formulated and a study made to determine whether 
present tax laws may be providing an undve stimulus, 
through special preferential treatment, to the flow of 
U.S. capital to the industrial countries abroad. The 
industrialized countries of the free world are urged to 
“join in undertaking systematic budgetary contributions 
for economic assistance to the less developed countries 
and the common defense... fully commensurate with 
their economic and financial positions.” A reduction 
from $500 to $100 in the duty-free allowance for 
returning U.S. travelers is recommended. Procedures are 
to be developed to ensure that budgetary decisions 
involving overseas outlays will be taken with full under- 
standing of their projected impact on the balance of 
payments. The limitation on dependents of military per- 
sonnel abroad (see this News Survey, Vol. XII, p. 581) 
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is to be rescinded, and equivalent dollar savings effected 
through other measures. 

The message concludes: “These measures, combined 
with increasing confidence in the dollar abroad and 
steady economic growth at home, can cure the basic 
long-term deficit in our balance of payments and check 
the outflow of gold. They symbolize a new dimension of 


IBRD Loan to Costa Rica 

The World Bank on February 3 made a loan equiva- 
lent to $8.8 million for the expansion of electric 
generating and transmission facilities in Costa Rica. The 
loan is for 25 years and bears interest at 5% per cent 
per annum, including the 1 per cent commission which 
is allocated to the Bank’s Special Reserve. Amortization 


will begin on May 1, 1964. The loan is guaranteed by 
the Republic of Costa Rica. 


The Bank of America and Grace National Bank of 
New York are participating in the loan, without the 
World Bank’s guarantee, to the extent of $120,000 
representing the first maturity and part of the second 
maturity, which fall due in May and November 1964. 


The loan, which was made to the Instituto Costarri- 
cense de Electricidad (ICE), an autonomous govern- 
ment corporation, will help to finance the construction 
of a 30,000-kilowatt hydroelectric plant on the Rio 
Macho, the installation of 9,000 kilowatts of diesel 
generating capacity at Colima and Limén, and the 
extension of the central transmission network. The new 
facilities will provide a 40 per cent increase in power 
generating capacity in the Central Zone, which includes 
the capital city of San José and which is the area of 
greatest economic activity and of highest population 
density. The total cost of the new facilities is estimated 
at the equivalent of $18.5 million. The Bank loan will 
cover the foreign exchange costs; the remaining costs 
will be met by ICE from its own revenues, local bor- 
rowings, and government contributions. 


The Bank has now lent a total of $17.3 million in 
Costa Rica. Three earlier loans were made to the Central 
Bank of Costa Rica to finance the import of capital 
equipment for the development of agriculture and 
industry. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 


February 3, 1961. 


IADB Loan in Peru 

The Inter-American Development Bank (IADB) an- 
nounced on February 3, 1961 that it had approved a 
loan equivalent to $3,900,000 to improve and expand 
the water supply and sewer system in Arequipa, Peru. 


this nation’s foreign and domestic economic policies—a 

new area of difficult problems—but they are problems 

which can be met by forceful and timely legislative 

and executive action.” 

Source: The White House, Message to the Congress on 
Balance of Payments and Gold, Washington, 
D.C., February 6, 1961. 


Up to $1,450,000 will be extended in U.S. dollars to 
cover foreign currency needs of the project; the equiva- 
lent of the remaining $2,450,000 will be loaned in 
soles (S/. 66 million) for local currency costs. The 
loan, the first approved by the Bank since it began 
formal operations on October 1, 1960, will be for 
14 years and will bear interest at 5% per cent annually, 
including the 1 per cent commission which is allocated 
to the Bank’s Special Reserve. The loan will be guaran- 
teed by the Government of Peru. Amortization will 
begin four and a half years after the loan contract is 
signed. The dollar portion will be repaid in dollars, the 
sole portion in soles. The Bank of America National 
Trust and Savings Association, San Francisco, and the 
National Bank of Washington, Washington, D.C., are 
participating in the two earliest maturities of the loan in 
the amount of $145,000, without the guarantee of 
the IADB. 


The borrower is the Corporacién de Saneamiento de 
Arequipa, an autonomous agency created by a law 
approved by the Peruvian Congress and signed by the 
President of Peru on January 19, 1961. The total cost 
of the project is estimated at $/. 172 million, of which 
the loan will cover 61 per cent. The remaining costs 
will be financed by contributions to the Corporacién 
from government agencies and from service and con- 
nection charges to customers. 

Source: Inter-American Development Bank, Press Re- 
lease, Washington, D.C., February 3, 1961. 


Europe 


European Capital for ECCS 

The High Authority of the European Community for 
Coal and Steel has concluded agreements for three loans 
totaling the equivalent of $6.75 million, bringing the 
total of loans raised since its creation to $257.7 million. 
The agreements are with the Société de Banque Suisse 
for 9 million Swiss francs for five years at 5 per cent per 
annum; with a banking consortium led by the Amster- 
damsche Bank for 10 million Dutch guilders for 
five years at 4% per cent per annum; and with a 
Luxembourg insurance institution for 100 million Lux- 
embourg francs for 25 years at 5% per cent per 
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annum. The major part of the sums raised will be used 

to encourage the installation of modern coal and coke 

heating equipment in industry. 

Sources: Le Monde, Paris, France, January 18, 1961; 
Agence Economique et Financiére, Brussels, 
Belgium, January 18, 1961. 


Economic Growth in the United Kingdom 


The President of the U.K. Board of Trade, Mr. Regi- 
nald Maudling, has said that a more rapid and consistent 
rate of growth must now be the first objective of 
U.K. economic policy. What has been achieved so far 
must not be underestimated, but progress is disappoint- 
ing. The volume of U.K. exports must be increased and 
all resources of the Government and industry must be 
harnessed to that end. He added that high rates of direct 
taxation tend to discourage additional effort and risk- 
taking, particularly perhaps in ventures into new export 
markets; but it would not be right, as had sometimes 
been suggested, to make special tax concessions on 
profits earned from the export trade. Quite apart from 
the difficulty of devising a fair and effective scheme, its 
introduction would mean breaking international agree- 
ments which the United Kingdom had deliberately con- 
cluded in recent years. It was certain, he said, that the 
United Kingdom’s competitors would do the same and in 
the end no one would benefit. 


Sir Oliver Franks, Chairman of Lloyds Bank Ltd., 
referred in his annual statement to the fact that the 
countries of the European Economic Community were 
developing faster and more continuously than was the 
United Kingdom. He argued that, in the United King- 
dom, investment expenditure should be given priority 
over expenditure that promotes consumption, both in 
the public and in the private sector. He rejected the use 
of additional financial controls, however, pointing out 
that the psychological impact of this kind of measure 
was much less effective when governments were com- 
mitted to policies of full employment. Instead, he put 
forward some suggestions for improving the present 
management of the economy: more use should be made 
of the budget as an instrument of economic policy; use 
should be made of “little budgets” at any time of the 
year to allow frequent variations, for instance, in pur- 
chase tax; entirely new methods of taxation should be 
considered, especially a payroll tax that would encour- 
age capital-intensive rather than labor-intensive indus- 
tries; and consideration should be given to paying 
economic prices for the products and services of the 
nationalized industries. 


Sources: The Financial Times, January 18, 1961, and 
The Times, January 19, 1961, London, 
England. 


Investment Expenditure in the United Kingdom 


Estimates by the U.K. Board of Trade, based on data 
obtained toward the end of 1960 from a sample of 
manufacturing industries, indicate an increase of 30 per 
cent in fixed investment in the United Kingdom in 1961, 
and revise the estimate of 20 per cent made earlier 
(see this News Survey, Vol. XII, p. 494). Manufac- 
turers of automobiles, steel, and paper continue to 
expect to make particularly heavy fixed investments. 


In the engineering industries, orders continue to reflect 
the strong demand for capital goods, but in Novem- 
ber 1960, the last month for which figures are available, 
actual output in engineering fell slightly, and industrial 
production as a whole also dropped; the seasonally 
adjusted index fell to 119 (1954—100), compared with 
120-121 in the spring of 1960. However, for 1960 as a 
whole, industrial output was close to 8 per cent above 
the average for 1959. 

Source: The Economist, London, England, January 28, 
1961. 


Economic Conditions in Norway 


According to the annual Economic. Survey of the 
Central Statistical Bureau of Norway, the Norwegian 
gross national product increased by 6.5 per cent in 1960. 
This compares with a little more than 5 per cent in 1959 
and is considerably higher than the rate of growth in 
the years 1950-58. Both foreign and domestic demand 
for Norwegian goods and services remained high in 1960. 
However, there were indications in the second half of 
the year that the expansionary forces were losing some 
of their momentum. Corrected for seasonal variations, 
the growth of exports in the last half of the year appears 
to have been leveling off, mainly, it seems, because 
capacity set a limit to production and exports in some 
of Norway’s most important export industries. In addi- 
tion, an abnormally low rainfall in the western and 
northern parts of the country, which affected the supply 
of electric power, and extremely poor fish and whale 
catches led to a reduction of output in dependent 
industries. 

Economic policy, being less restrictive in 1960 than 
in the immediately preceding years, provided a stimulus 
to domestic demand. The budgets for 1959-60 and 
the second half of 1960 provided for certain reductions 
in personal, corporate, and indirect taxes. Government 
lending to the State banks expanded but, owing to other 
long-term borrowing by the Government, the liquidity 
of commercial and savings banks was kept at or below 
the relatively low level of 1958. This, did not, however, 
prevent a comparatively strong expansion of credit. 





36 INTERNATIONAL FINANCIAL NEWS SuRVEY, February 10, 196] 


The high level of demand has brought about a rapid 
rise in imports, and the deficit on current account of 
the balance of payments may exceed NKr 800 million. 
Since the deficit for the first 11 months of 1960 was 
more than covered by borrowing from abroad, the for- 
eign exchange reserves expanded; at the end of Novem- 
ber they amounted to NKr 3,031 million ($424 million). 


[he Economic Survey suggests that the high level of 
demand and the tight labor market will increase the pres- 
sure on the Norwegian economy in 1961, especially on 
the balance of payments. Imports of ships will be larger 
in 1961, and increasing demand will to a larger extent 
than hitherto result in higher imports of other commodi- 
ties. The possibility of a large import surplus must there- 
fore be reckoned with. However, according to the 
Economic Survey, the foreign exchange reserves are 
large enough to meet such a development. Prices and 
costs will be influenced mainly by the wage negotiations 
that are shortly to take place for more than half of all 
wage earners, and by the negotiations for a new agri- 
cultural price agreement. The Survey notes, however, 
that prices on the world market are unlikely to change 
very much in the near future, and that competition from 
imported goods will no doubt counteract any tendency 
for prices to increase on the domestic market. 
Norges Bank, Bulletin, December 10, 1960, 
and Norges Handels og Sj@fartstidende, Janu- 
ary 28, 1961, Oslo, Norway. 


Sources 


Sweden's Foreign Trade and Exchange Reserves 

Sweden’s foreign trade in 1960 resulted in a deficit 
of SKr 1,603 million, compared with a deficit of 
SKr 1,064 million in 1959. Imports rose by 19 per cent, 
from SKr 12.5 billion in 1959 to SKr 14.9 billion in 
1960, and exports by 16 per cent, from SKr 11.4 billion 
to SKr 13.3 billion. The balance of payments defi- 
cit on current account for 1960 is now estimated at 
SKr 480 million, compared with a deficit of SKr 34 mil- 
lion in 1959. 


Sweden’s total gold and foreign exchange reserves 
declined by SKr 159 million, to SKr 2,888 million 
($558 million), in 1960, the decline being wholly in 
the first half of the year; there was an increase of 
SKr 255 million after July 1. In 1959, the reserves 
increased by SKr 57 million. Of the total gold and 
foreign exchange reserves at the end of 1960, the central 
bank held SKr 2,435 million, representing an increase 
of SKr 269 million over the year. The holdings of the 
commercial banks declined by SKr 428 million, to 
SKr 453 million. 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, January 27, 1961. 


Budget and Economic Conditions in Portugal 


The Portuguese budget for 1961, approved by the 
Parliament on December 21, 1960, provides for total 
expenditure at a record level of Esc 11.8 billion 
($400 million). Ordinary revenue and expenditure have 
each been increased slightly, leaving a small surplus on 
ordinary account. Extraordinary expenditures, which 
represent close to one third of total expenditures, are 
13 per cent more than in 1959 and will be financed 
mainly by internal borrowing. 

The Economic Report of the Minister of Finance, 
which accompanied the budget, states that in 1960 un- 
favorable weather conditions adversely affected agricul- 
tural production, particularly that of cereals; production 
of wheat was 30 per cent lower than in 1959. Industrial 
production, however, increased by 7 per cent during the 
first eight months of 1960 compared with the same 
period of 1959. Wholesale prices did not change sub- 
stantially, but consumer prices in the cities rose by 
about 4 per cent during the first half of the year as a 
result of the poor crops, and wages were increased to 
take account of this development. 

Investments carried out during the first nine months 
of 1960 under the 1959-64 Development Plan repre- 
sented only 47 per cent of the Esc 5 billion planned for 
the year. To a substantial extent, the investments under 
the Plan are being made in the Overseas Territories, 
one major project being the modernization and expan- 
sion of iron and manganese mining in Angola. 

The trade deficit of the escudo area with foreign 
countries during the first nine months of the year was 
9 per cent higher than in the same period of 1959. 
The traditional trade surplus of metropolitan Portugal 
with the Overseas Territories declined. 

Sources: Jornal do Comercio, Lisbon, Portugal, Decem- 
ber 24, 1960 and January 4, 1961; Newsletter 


from Portugal, New York, N.Y., January 25, 
1961. 


Poland's Economic Plan for 1961 


Poland’s proposed economic plan for 1961, presented 
to the Parliament in December 1960, provides for 
5 per cent increase in real national income (as defined 
in Eastern European countries, i.e., exclusive of govern- 
ment and some other services). The share in the national 
income of net investment in fixed capital is to be 
increased from 20.1 per cent in 1960 to 21.3 per cent in 
1961, but as inventories are expected to increase less 
than in 1960, the share of total net investment will be 
somewhat lower. 


Agricultural production is to rise by 4.3 per cent and 
production by socialized industry by 7.7 per cent. In 
manufacturing, production of capital goods is to increase 
by 8.9 per cent and that of consumer goods by 6.1 per 
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cent. The productivity of labor in industry is expected 
to improve by 6.4 per cent. 

The value of merchandise exports is estimated at the 
equivalent of $1,428 million (10.2 per cent more than 
in 1960) and of merchandise imports at $1,636 million 
(7.8 per cent more). The trade deficit of $208 million 
will be partially offset by a surplus on services, estimated 
at $83 million. 


Source: Zycie Gospodarcze, Warsaw, Poland, Decem- 
ber 11, 1960. 


Middle East and Africa 


Economic Conditions in Pakistan 

In a recent broadcast explaining the Government’s 
economic and financial policies, the Minister of Finance 
of Pakistan stated that the country’s economic position 
is much stronger and more stable than it was two years 
ago. The two basic problems facing Pakistan have been 
the pressure of inflation and deficits in external pay- 
ments. The Government has been taking measures to 
solve these problems by reducing nonessential demands 
and by increasing production both in industry and agri- 
culture. Both lines of action have met with some gratify- 
ing success and a large share of the increased output 
has been channeled into investment and exports. 

During 1956-57 and 1957-58 there were large deficits 
in the current balance of payments, but in 1958-59 there 
was a surplus of nearly PRs 35 million. In 1959-60, the 
surplus rose to almost PRs 130 million, increasing the 
gold, dollar, and sterling reserves by PRs 126.4 million. 
This favorable trend continues, and the reserves have 
risen by a further PRs 120 million, to PRs 1,280 million, 
compared with only PRs 726 million about two years 
ago. The improvement resulted mainly from an increase 
in exports, which in 1959-60 had returned to a level 
only slightly below the peak reached in the 1955-56 
post-devaluation period. Several items which were not 
being exported at all, or which were of negligible impor- 
tance, were able to find markets abroad under the 
stimulus of the Export Bonus Scheme. 

The improvement in the external position permitted a 
certain liberalization of imports, relieving shortages and 
reducing the pressures toward higher prices. For the first 
time in several years, government finances served to 
reduce rather than to aggravate inflationary pressures, a 
budget surplus of PRs 34 million having been achieved, 
in sharp contrast to the deficits of PRs 195 million in 
1958-59 and PRs 680 million in 1957-58. 


There was, however, a sizable expansion of the money 
supply, caused mainly by the increase of bank credit 
necessary to finance larger imports and the revival 
of industrial activity and trade. This expansion was 
smoothly absorbed in rising production. Foodgrain pro- 


duction increased by 12.9 per cent, and the liberal import 
policy permitted an increase in industrial production 
based on imported materials. Prices of many consumer 
goods, notably imports, have eased considerably; on the 
other hand, prices of some essentials, particularly wheat, 
have risen, because of a delayed adjustment to the 
pressures which had been building up over the past 
several years. The Government has sought to restore 
balance in the economy by letting these pressures come 
to the surface through the progressive removal of price 
controls. The policy of decontrol has particularly affected 
food prices, to the benefit of the farmers, who constitute 
a vast majority of the population. Although their gains 
of the past year are likely to be overwhelmed by the 
effects of the drought on next year’s crop, the Govern- 
ment is convinced that a freer market in foodstuffs is a 
necessary foundation for the growth of agricultural pro- 
duction and efficiency. 

The more liberal import policy referred to by the 
Minister was detailed on December 19, 1960. The im- 
port program then announced for the first half of 1961 
lists 186 licensable items; of these, 62 items may be 
imported under the automatic licensing procedure, com- 
pared with only 29 items in the previous six months. 
The new program extends automatic licensing for all 
their requirements to 118 industries; in the previous 
period, only 14 industries were given such facilities. 
Another 51 industries will be given licenses for all their 
requirements, up to their assessed single-shift capacity, 
while 43 industries will be given licenses at generally 
the same level as in the preceding period. It is estimated 
that four fifths of the industrial sector will thus be pro- 
vided with all its requirements of imported materials and 
spare parts and should be able to achieve optimum 
production levels. The remaining one fifth includes a 
number of industries which are in a position to achieve 
full production by using local materials or by buying 
raw materials imported by the trade. 

Source: Press Information Department, Pakistan News 
Digest, Karachi, Pakistan, January 1, 1961. 


Expansion of Ghana's Air Fleet 


On January 23, 1961, the Government of Ghana and 
a British aircraft company signed an agreement for the 
purchase by Ghana of 3 long-range jet airplanes, at a 
total cost of approximately £7 million. 

In 1960 the Government ordered, inter alia, 6 medium- 
range commercial planes from Russia, of which 2 had 
been delivered by the end of the year. The Minister of 
Transport stated in a progress report to the Parliament 
early in December 1960 that Ghana Airways will have 
increased its fleet from the original 4 to 19 aircraft 
by mid-1961. 

The Financial Times, London, England, De- 
cember 9, 1960 and January 24, 1961. 


Sources: 





38 


Central Banking Legislation in South Africa 


A Bill to amend the Reserve Bank Act has been 
introduced into the South African Parliament and is 
expected to be acted upon in the current session. The 
three main provisions of the Bill are as follows: First, 
it is proposed to reduce from 10 per cent to 6 per cent 
the minimum cash reserves which commercial banks are 
obliged to maintain against demand deposits, so that 
the monetary authorities may, if they deem it necessary, 
more easily inject credit into the economy. At present 
this is attained by placing Treasury deposits with the 
commercial banks. Second, it is proposed to amend the 
present provision precluding the Reserve Bank from 
holding government stock in excess of its issued capital 
plus reserves plus one third of its deposits, by empower- 
ing the Reserve Bank to buy government stock beyond 
those limits from sellers other than the Government. 
This amendment is expected to increase greatly the abil- 
ity of the Reserve Bank to pursue an effective open 
market policy in gilt-edged stocks. Third, it is proposed 
to extend the Reserve Bank Act to South West Africa. 


Source: Financial Mail, Johannesburg, South Africa, 
January 27, 1961 


Far East 


Progress of the Colombo Plan 


According to the Ninth Annual Report of the 
Consultative Committee of the Colombo Plan, the favor- 
able world economic situation in 1959-60 was advan- 
tageous to the countries of the Colombo Plan area. 
The volume of their exports increased and raw material 
prices rose, while food prices continued to decline. The 
Federation of Malaya and Indonesia benefited from 
increased rubber exports at higher prices. Copra and 
coconut oil prices also rose, owing to reduced supplies, 
while tea prices were fairly steady. On the other hand, 
rice prices fell moderately following two good crops in 
succession. 

For the Colombo Plan countries as a group, there 
was a noticeable improvement in export earnings in 
1959-60. Imports did not show a corresponding increase 
in 1959, mainly because of restrictions imposed in some 
countries to conserve foreign exchange holdings; but in 
the first half of 1960 some fairly large increases in 
imports were recorded. Nevertheless, in most countries 
reserves were considerably higher in June 1960 than a 
year earlier, owing partly to the high rate of capital 
inflow into the area. 


Weather conditions were generally favorable in 1959- 
60, and agricultural output increased for the second 
successive year. The rice harvest was a record: yields 
were maintained in Burma despite flood damage, and 
in Thailand and Viet-Nam output increased. However, 
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adverse weather conditions affected the production of 
foodgrains in India. 

Industrial production in the area increased substan- 
tially. Good progress was made in the older industries, 
such as cotton and jute textiles, while new industries 
continued to be established. Coal, iron ore, and petro- 
leum output also increased markedly. 


The Philippine Government inaugurated the national 
development plan that had been approved in 1959; 
similar action was taken in Cambodia. A Second Five 
Year Plan was prepared in Pakistan and subsequently 
adopted by the Government, in India the draft outline 
of the Third Five Year Plan was published and placed 
before the Parliament, and in Thailand a Six Year Plan 
was proposed following an economic study made with 
the assistance of the World Bank (see this News Survey, 
Vol. XII, pp. 421, 425, and 598). The Government of 
the Federation of Malaya prepared its Second Five Year 
Plan, for 1961-65, also with World Bank assistance, and 
Singapore initiated an economic survey with a view to 
preparing a long-term development plan. Planning agen- 
cies were reorganized in Indonesia and Thailand. 

Development expenditure in the public sector in- 
creased significantly during the period under review. 
Although there was an increase in the investment of 
domestic resources drawn from taxation and savings, 
substantial external assistance continued to be necessary. 
At the same time, monetary policies designed to restrain 
inflation were initiated or maintained. In some countries, 
for example India, the upward pressure on prices was 
again greater in 1959-60. 

A number of Governments took measures to encour- 
age private enterprise, e.g., by improving credit facilities, 
by offering tax incentives, and by further improvement 
of the economic infrastructure of the countries con- 
cerned. Foreign private investment also continued to 
increase. Many countries have encouraged the inflow of 
private capital and the association of foreign technical 
and managerial skills in joint enterprises with local in- 
vestors. Measures adopted to encourage such investment 
included facilities for the remittance of profits and the 
repatriation of capital, and the conclusion of agreements 
for the avoidance of double taxation. 


Source: The Colombo Plan: Ninth Annual Report of 
the Consultative Committee, Cmnd. 1251, Lon- 
don, England, January 1961. 


Canadian Assistance fo India 


The Canadian Government has allocated a grant of 
Can$25 million for economic assistance to India under 
the Colombo Plan during the financial year 1960-61. 
The assistance includes shipments of aluminum, copper, 
and nickel valued at $11.7 million and of wheat valued 
at $7 million, a grant of $0.6 million to complete the 
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Trombay atomic reactor project, and an initial contri- 
bution of $3.5 million to cover a part of the foreign 
exchange costs (estimated at $22 million) of the third 
stage of the Kundah hydroelectric project in Madras. 
Rupee counterpart funds accruing from the sale of the 
commodities will be available for development projects 
in India as agreed upon by the two Governments. Sub- 
ject to the appropriation of funds by the Canadian Par- 
liament in future years, Canada will provide equipment, 
materials, and technical services representing the remain- 
ing foreign exchange costs of the third stage of the 
Kundah project; moreover, Canada has agreed that 
counterpart funds accruing from the sale of commodities 
previously supplied will be available to defray the 
domestic costs of the third stage, up to the rupee 
equivalent of $25 million. 


Source: The Times of India, Bombay, India, Janu- 
ary 16, 1961. 


Singapore Budget and Development Plan 

The Minister of Finance of Singapore, Dr. Goh Keng 
Swee, introducing the 1961 budget to the Legislative 
Assembly, said that in 1960 there had been in Singapore 
a marked expansion in trade, industrial output, personal 
consumption, and public services. Total trade for the 
first nine months of 1960, at M$5,720 million, was 
M$370 million more than in January-September 1959, 
and the manufacture of cigarettes, coconut oil, rubber 
footwear, and milled rubber had increased by over 
20 per cent each. Total government expenditure in 1960 
was estimated to be M$30 million less than budgeted 
and total revenue M$5.7 million more than estimated. 
Including a repayment of M$10 million from the Fed- 
eration of Malaya, the first installment on a 1954 loan, 
there would be a surplus of M$37 million in the 1960 
government accounts. This was due partly to lags in the 
execution of development projects caused by shortages 
in technical staff; to overcome this, a system of inter- 
national tenders for the design and construction of major 
works and the employment of consulting engineers on a 
larger scale than hitherto were being considered. 


Expenditure for 1961 was estimated at a record 
M$348.3 million, the main increases coming from the 
integration of city and rural board budgets and of cer- 
tain other accounts with the government account. In 
addition, outlays on education and development would 
be increased. Several new taxation measures were ex- 
pected to yield M$10.5 million in additional revenue, 
including higher assessments on rubber estates, a decrease 
in personal allowances for income tax, and an increase in 
the maximum rate of the income tax from 50 to 55 per 
cent. Total revenue was estimated at M$344.8 million, 
leaving a deficit of M$3.5 million. 


Central Government expenditure on the development 
plan in the years 1961-64 had been set at M$746.8 mil- 
lion, including over M$200 million on housing and 
M$100 million on health and education. Total invest- 
ment under the plan, including that by public utilities, 
would be M$876.2 million, of which M$500 million 
would be raised locally. 

Source: Central Office of Information, Commonwealth 
Survey, London, England, January 3, 1961. 


Japan's Balance of Payments for 1960 

Japan's balance of payments showed a surplus of 
$522 million in 1960, compared with a surplus of 
$430 million in 1959, according to exchange record 
statistics published by the Bank of Japan. On current 
account, the surplus was $111 million; the reduction 
from a surplus of $339 million in 1959 was caused by 
imports increasing faster than exports and by a worsen- 
ing of invisibles. Most of the surplus in 1960 was 
accounted for by short-term capital inflows, such as an 
increase in import usance bills and inflows to the non- 
resident free yen accounts established on July 1, 1960 
(see this News Survey, Vol. XII, p. 385). As a result, 
Japan’s foreign exchange reserves at the end of 1960 
were at a postwar peak of $1,824 million. 
Sources: Nihon Keizai Shimbun, Tokyo, Japan, Janu- 

ary 6 and 27, 1961. 


Western Hemisphere 
Brazil's Financial Situation 


President Janio Quadros of Brazil, in his address to 
the nation on assuming office on January 31, described 
the country’s financial situation as extremely difficult. 
The foreign debt is now equivalent to US$3.8 billion, of 
which $1.9 billion is due to be repaid during the Presi- 
dent’s five-year term in office; $600 million is scheduled 
for 1961 alone. Export earnings in the last three years 
have averaged less than $1,300 million a year, and 
prospects for the immediate future are not particularly 
encouraging, since coffee, the major foreign exchange 
earner, is in oversupply in the world and is now selling 
for $0.33 a pound, compared with $0.46 a pound at 
the beginning of 1956. 

In addition to the $1.9 billion scheduled to be paid 
abroad in the next five years, the new administration is 
faced with the immediate problem of delivering large 
amounts of convertible exchange auctioned off in the 
last few months for future delivery. Since March 1960 
the waiting period for convertible currency purchased at 
auctions has been 150 days, but the President said that 
additional delays of a month or more have sometimes 
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been necessary, and he now faces a large accumulation 
of commitments to deliver convertible currency in the 
coming months. 

Source: O Estado de §S. 
1961. 


Paulo, Sao Paulo, Brazil, 
February 1, 


European Investment in Peru 


A group of Swiss, French, and German banks signed a 
contract with the Government of Peru on December 17, 
1960, for the investment of $100 million to expand the 
productive capacity of the steel concern Siderirgica de 
Chimbote. Dr. Manuel Prado, the President of the 
Republic of Peru, explained that the projected expansion 
of output at the plant will require an investment of 
about $50 million. The other $50 million will replace 
the funds thus far invested in Siderirgica de Chimbote 
by the Peruvian Government, which will use them in- 
stead for the irrigation works at Chao y Vird, Moche, 
and Paijan y Nazca. 


Source: La Prensa, Lima, Peru, December 17, 1960. 


Uruguayan Wool Exports 


Wool exports from Uruguay during the past wool 
season (October 1959-September 1960) declined by 
48 per cent, to a total of 60 million pounds. In conse- 
quence, carry-over stocks rose from 14 million pounds 
in October 1959 to 45 million pounds in October 1960. 
The Soviet Union, the biggest customer in 1958-59, 
took no wool in 1959-60, and the United States took 
24 per cent less, Italy 20 per cent less, and the Nether- 
lands 50 per cent less, than in 1958-59. France and the 
United Kingdom, however, bought more this past season 
than in the previous season. 

During the first three months of the 1960-61 season, 

wool exports continued to be depressed; but in Janu- 
ary 1961 shipments began to rise sharply, mainly 
as a result of the reduction in December of the wool 
export tax. 
Sources: International Federation of Agricultural Pro- 
ducers, World Farm News, Washington, D.C., 
January 1961; El Pais, Montevideo, Urv- 
guay, January 22, 1961. 


Rescheduling of Argentine Debt 

Because of heavy external debt obligations maturing 
in 1961 and 1962, Argentina has obtained an extension 
of the repayment terms for that part of its debt to 
European creditors which represents the so-called 
“Paris Club” obligations and a credit extended by a 
group of European banks. 

The “Paris Club” obligations arose out of the con- 
solidation in 1956 of Argentina’s commercial debts to 
Western European countries and Japan. Argentina has 
paid on schedule the obligations maturing in each year 
since 1956; the outstanding balance is about $270 mil- 
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lion. Payments due under the revised schedule are 
$30 million annually in 1961 and 1962, $60 million 
annually in 1963, 1964, and 1965, and $30 million in 
1966. Essentially, the revised schedule reduces by half 
the payments due in 1961 and 1962 under the original 
plan and increases the payments due in later years. 


A group of 54 European banks extended a credit 
of $75 million to Argentina in 1960 to support its 
stabilization program, in conjunction with a similar 
credit from a group of New York banks. Under the 
original schedule, this credit was to be repaid in annual 
installments of $37.5 million in 1961 and 1962. The 
European banks have agreed to a two-year extension 
until 1964, so that the repayments will now be spread 
over four years. 


The Argentine Minister of Economy, who took part 
in the negotiations in Europe, expressed Argentina’s 
interest in securing long-term European financing for 
its investment program, and in the removal of existing 
restrictions on the issue of Argentine Government bonds 
in the European capital markets. 


Sources: La Nacién, January 19, 21, 23, and 29, 1961, 


and The Review of the River Plate, Janu- 
ary 21, 1961, Buenos Aires, Argentina. 


U.S. Grants to the West Indies 


In connection with negotiations on U.S. bases in the 
Caribbean, the following sums for economic and techni- 
cal assistance will be granted to the West Indies by the 
United States: Jamaica, $0.5 million for slum clearance, 
water supplies, and educational development; St. Lucia, 
$0.35 million for roads, electrical energy, and secondary 
education; and Antigua, $0.35 million for harbor and 
airfield development and storage facilities for the corn- 
meal industry. 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, Decem- 
ber 31, 1960. 
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